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DONALD GORDON, 
C.M.G., LL.D., D.C.L., D.Sc.CoM., 


New President and Chief Executive Officer, 
Brinco, and Chairman, Churchill Falls 
(Labrador) Corporation Limited 


BRITISH NEWFOUNDLAND CORPORATION LIMITED 


Ox BEHALF of the Directors, it is my pleasure to present the fourteenth annual report of the 
Company for the year ended December 31, 1966. The report incorporates a review of your Com- 
pany’s affairs with those of its majority-owned subsidiary company, Churchill Falls (Labrador) 
Corporation Limited, and includes the audited consolidated financial statements of your Company for 
the period. 


For Churchill Falls (Labrador) Corporation Limited, the first major step in the great Churchill 
Falls power development has been achieved. A Letter of Intent between that company and Hydro- 
Quebec was signed on October 13th last which provides for the sale, on long term contract, of the bulk 
of the potential power output from the development surplus to the needs of Newfoundland. Construction 
at Churchill Falls was resumed immediately thereafter to ensure that first power delivery can be made 
available in 1971-2. 


The second important phase in which all are now engaged is to arrange the long term financing 
for the project, co-incident with the necessary steps to ensure the delivery of power on schedule. 
Expenditures will escalate gradually and peak in the third and fourth years of construction. 


With the industrial and population growth in Eastern Canada, there is an urgent and ever growing 
demand for electric power in large quantities. A similar problem also exists in the Eastern United States. 
Completion of the Churchill Falls project will make available a large block of low cost energy. 


Resulting from the major expansion of its iron ore operation at Labrador City, the Iron Ore 
Company of Canada has requested Twin Falls Power Corporation Limited to expand plant capacity 
by the addition of a 5th generator and turbine. The work is in hand and the completion of construction 
is scheduled for late 1968, which will ensure an adequate supply of electricity to the Labrador mining 
industry prior to completion of the Churchill Falls project. As has always been contemplated, when 
the last units on the Churchill have been installed, Twin Falls water will be diverted and the Twin 
Plant will be kept on a standby basis for peaking and for emergency use. 


Turning to the affairs of Brinex, the Whalesback copper mine saw its first full calendar year of 
production. The mine operated efficiently throughout the period and achieved high productivity per 
man employed. The grade of ore treated was below expectations but the combination of high copper 
prices and low unit cost of production resulted in a profitable operation which is reflected in the 
financial results presented in this report. In Newfoundland and Labrador, exploration during the year 
has progressed well and there is no shortage of interesting mineral prospects to be tested. 


The financial results for the year show improvement over 1965 largely as a result of the first full 
year’s operation of the Whalesback mine. Bank indebtedness was reduced from $2,359,000 to $550,000 
from the same revenue source. 


Capital expenditures on the Churchill Falls development during the year amounted to $3 million. 


Towards the end of the year, after the signing of the Letter of Intent with Hydro-Quebec, I retired 
as Chief Executive Officer of Churchill Falls (Labrador) Corporation Limited. This action was in 
accordance with the understanding agreed upon when I succeeded Mr. Winters on his retirement in 


December 1965. Mr. D. J. McParland, who had been appointed President of Churchill Falls (Labrador) 
Corporation Limited earlier in the year, assumed the responsibility of Chief Executive Officer of that 
company in my place. During the year Mr. Val Duncan, Chairman of Rio Tinto-Zinc Corporation 
Limited, was appointed Chairman of the Executive Committee of both British Newfoundland Corpora- 
tion Limited and Churchill Falls (Labrador) Corporation Limited. I would like to take this opportunity 
on behalf of the Directors to express our profound appreciation to Mr. Duncan for his interest and 
support in the affairs of the Company and for the invaluable help he has given in connection with 
the Churchill Falls project. 


On January 25th last, Mr. Donald Gordon was appointed to the Boards of British Newfoundland 
Corporation Limited and Churchill Falls (Labrador) Corporation Limited and assumed the offices of 
President and Chief Executive Officer of British Newfoundland Corporation Limited and Chairman of 
Churchill Falls (Labrador) Corporation Limited as from March Ist, 1967. 


Mr. Gordon needs no introduction to shareholders who are familiar with Canadian affairs. As 
Deputy Governor of the Bank of Canada, Chairman of the Wartime Prices and Trade Board during 
World War II and since 1950, Chairman and President of Canadian National Railways, from which 
post he retired at the end of 1966, Mr. Gordon has been a highly respected and distinguished public 
figure for many years. We are delighted that Mr. Gordon has decided to join your Company in these 
capacities and is thus associating himself with the Churchill Falls development which is so much in 
the national interest. 


Following the various appointments to which I have referred, the executive directors and senior 
officers of your Company and those of Churchill Falls (Labrador) Corporation Limited are now 
as follows: 


British Newfoundland Churchill Falls (Labrador) 


Corporation Limited Corporation Limited 
Cholrntan See ee eee HENRY BORDEN DONALD GORDON 
Deputy-Chairman. . .« . UES ES pe KRoTuscump E. L. DE ROTHSCHILD 
President and Chief oe Officer . DONALD GORDON D. J. MCPARLAND 
Chairman of the Executive Committee . VAL DUNCAN VAL DUNCAN 
Vice-President & General Manager . . M. F. NICHOLSON — 
Vice-President (Technical) . . . . . D. J. MCPARLAND ae 
Vice-President (Finance) . . a E. G. LAMBERT E. G. LAMBERT 
Vice-President (Legal) & Soereran os C. T. MANNING C. T. MANNING 


During my tenure of the offices which I relinquished on March Ist, I received from everyone in 
the organization — directors, executives and advisers — complete co-operation and valuable assistance. 
For this I am indeed grateful and it is a matter of great personal satisfaction to me that such success 
was realized in finding my successor. 


In conclusion, I would like to pay special tribute to the work of the Company’s staff, and con- 
gratulate them all on their joint efforts in realizing excellent progress during the year. 


Aes Se 


Montreal, March 6th, 1967 Chairman 


byes 
me Theaagy 
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a The signing of the Letter of Intent 13 October 1966 
From left to right: Jean-Claude Lessard, President, 


Hydro-Quebec; D. J. McParland, President and C. T. From left to right: Robert Boyd, Jean-Paul Gignac, Henry 
Manning, Vice-President & Secretary, CFLCo; Robert Borden, Chairman, Brinco, Jean-Claude Lessard, D. J. 
Boyd, General Manager and Jean-Paul Gignac, Commis- McParland and C. T. Manning. 
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BRITISH NEWFOUNDLAND CORPORATION LIMITED 


(INCORPORATED UNDER THE LAWS OF THE PROVINCE OF NEWFOUNDLAND) 


CHURCHILL FALLS (LABRADOR) CORPORATION LIMITED 


Churchill Falls Project 

The intensive negotiations which have been in 
progress continuously since the spring of 1965 
between Churchill Falls (Labrador) Corporation 
Limited (CFLCo) and Hydro-Quebec resulted on 
October 13, 1966 in the signature of a Letter of 
Intent providing for the sale to Hydro-Quebec 
of essentially all of the output from the Churchill 
Falls power development which is surplus to the 


needs of Newfoundland. 


The Letter of Intent provides a firm and 
detailed basis for entering into a definitive power 
contract and for proceeding to arrange the neces- 
sary finance for the project. The signature of a 
Letter of Intent accordingly represents a signifi- 
cant milestone in attaining the goal towards which 
Brinco has been working for many years, namely, 


the full development of the Churchill watershed. 


Construction was resumed at the Churchill 
Falls site in November, immediately after signature 
of the Letter of Intent. A contract for the erection 
of initial construction camps together with the 
completion of the access road from the Churchill 
River bridge to the powerhouse site was awarded, 
and within thirty days of signing the Letter of 
Intent, construction crews and equipment had 
arrived on site and started work. The road exten- 


sion and camp accommodation required for the 


summer programme will be ready by the spring. 
The number of men at work on site will rise by 
then to around 400. The construction force will 
increase through the summer, and accommodation 
will be available on site by the fall for close to 


1500 workmen including a few families. 


Advantage will be taken of the summer season 
to build new roads and improve existing ones, 
continue camp erection, install communications 
and other support facilities and services. Work is 
scheduled to get underway on excavating the 
tunnels to the underground powerhouse in the last 
quarter of 1967 and commencement of other 


major civil works will follow. 


The proposed Churchill Falls development will 
have an installed capacity in excess of 6,000,000 
horsepower. Plans call for power from the first 
units to be available in 1971-2. Installation of the 
balance of the ten generators will be dependent on 
load buildup and the Letter of Intent with Hydro- 
Quebec provides flexibility in this regard. Trans- 
mission from Churchill Falls to Montreal will be 
either by 735 KV AC or +500 KV DC. Engi- 
neering and economic studies in connection with 
transmission are presently underway with Hydro- 
Quebec. 


The Churchill Falls site is ideal for hydro- 


electric development. 


e Dependable water flow is assured by a river 
system which is supported by a drainage basin 
of substantial area, over which there is a con- 


sistent and reliable precipitation pattern. 


e The drainage basin is subject to convenient 
and inexpensive regulation and storage is 


obtainable at reasonably low cost. 


e Concentration of head occurs in a manner 


which permits convenient utilization. 


e Suitable materials are available to provide 


aggregate, and for the construction of earth and 


rock dams and dykes. 


e The site is accessible for the transport of 


heavy equipment and supplies by surface means. 


Tested engineering criteria have been used in 
designing the power plant and related facilities. 
The development contains no unusual construction 
or operating features, aside from its spectacular 


size. 


November 1966. View of road construction on east bank of the Churchill River upstream from the Falls, 
with bridge in background. 


Project Financing 

It is estimated that the total cost of the gen- 
erating and transmission facilities to be built by 
CFLCo will be of the order of $800 million, but 
decisions still to be made on transmission and 
the final scheduling of unit sequence will affect 
the final estimated capital cost of the project. 
Of this amount a large proportion will be made 
up of direct field costs. In broad terms of the 
direct field costs, about one half will be spent for 
materials and supplies used during construction, 
approximately one quarter on capital equipment 
and the remaining one quarter on on-site payroll 


expense. 


Financing studies have been carried out and 
are continuing as an integral part of the technical 
and economic planning for the project. Prepara- 
tion of a financing plan is in an advanced stage. 
CFLCo financial advisors are Morgan Stanley & 
Company in New York, N. M. Rothschild & Sons 
in London and Pitfield, Mackay & Company 


Limited in Montreal. 


Of the total funds required, it is intended that 
as much as possible will be obtained from within 
Canada. Because of the unusually large scale of 
the Churchill Falls financing, it is realized that a 
substantial portion of the capital will have to be 
sought from sources outside Canada. The timing 
and other aspects of the financing programme 
will be influenced to some extent by decisions 
still to be made on scheduling of power deliveries 


and on transmission. 


Financial Results 1966 


Revenue during the year was derived largely 


from Twin Falls Power Corporation Limited in 


the form of rental payments and dividends. 
Certain expenditures, treated as expenses in the 
previous year, were capitalized and charged to 
the Churchill Falls project. After providing an 
additional amount of depreciation which caused 
no material change in earnings, CFLCo showed 


a modest profit for the year. 


Capitalized expenditures relating to the 
Churchill Falls development amounted to $3 
million during the year resulting in total expendi- 
tures on this project of $17.4 million to the end 
of 1966. To help finance construction expendi- 
tures for the first quarter of 1967, CFLCo in 
December obtained advances from its share- 


holders of $2 million. 


In addition, Rio Algom Mines Limited, in 
February 1967 exercised its option on 87,061 
common shares of CFLCo for cash of $1,861,830. 


Brinco now holds 68.2% of CFLCo’s equity. 


Twin Falls Power Corporation Limited 
Increased demand for power has made it neces- 
sary to expand the Twin Falls power plant. One of 
Twin Falls’ major customers, the Iron Ore Com- 
pany of Canada, requires additional power for its 
Labrador City operations and power will also be 
needed for construction of the Churchill Falls 
project. It has, therefore, been decided to install 
a fifth generating unit of 60,000 h.p. and prepara- 
tions are now in hand to proceed. The estimated 
capital cost of the plant expansion is approx- 
imately $11.6 million. Completion of the expan- 


sion programme is scheduled for the end of 1968. 


During 1967, a 66 KV transmission line will 
be built by CFLCo from Twin Falls to Churchill 
Falls to carry power required for construction 
purposes and to serve the townsite which is to be 
built there. The provision of additional generating 
capacity at Twin Falls will also ensure that CFLCo 
can continue to purchase its substantial power 
requirements from this source until the Churchill 


Falls power plant comes on-line. 


In June, 1966, a contract was awarded for the 
deepening of the tailrace channel at Twin Falls. 


This work, which was successfully concluded by 


the fall, increased the effective head at the site 


and the operating efficiency of the power plant. 


A programme of maintenance and repair work 
was also carried out during the summer along the 
transmission lines to Wabush. At the same time, 
the amenities of the Twin Falls townsite were 
further improved by the construction of an 
addition to the school, a recreation building, and 
two houses for operating personnel previously 


accommodated in trailers. 


The operating record of the plant remained 


Deepening the Twin Falls tailrace — Summer 1966. 


Underground at Whalesback Mine, Newfoundland — Transloader in operation 


good, in spite of the numerous demands made on 
the small staff at Twin Falls by these construction 
activities. No major shutdowns or outages were 


experienced during the year under review. 


Net profits for the year showed a 10% in- 
crease over 1965 and dividends totalling $862,500 
were paid to shareholders of which CFLCo 
received $287,500. 


BRITISH NEWFOUNDLAND EXPLORATION LIMITED (BRINEX) 


Whalesback Mine 


The mine plant recorded 340 milling days 
during the year and processed 644,128 tons of 
ore for an average of 1893 tons per milling day. 
Copper production totaled 13,217,000 pounds 
contained in concentrates. 


The grade of ore treated averaged 1.10% 
copper which was considerably below expectations 
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due to a higher degree of waste dilution than 
anticipated. This problem has received close 
attention, and certain variations in mining method 
to reduce dilution have been developed and are 
being put into effect. 


Underground operations are conducted with a 
large degree of mechanization applied to a bulk 
mining method, resulting in high productivity and 


low unit costs. Low milling costs are influenced 
by an uncomplicated efficient concentrator and a 
soft, clean milling low grade ore. Overall operating 
costs, exclusive of depreciation, per pound of 
copper contained in concentrates averages 15.3 


cents. 


During the year, $450,000 were added to 
capital assets in which the principal items were 
additional staff housing in Springdale, under- 
ground equipment and miscellaneous surface plant 


installations. 


No material additions were made to the 


Whalesback ore reserves during the year. 


Exploration 


Surface diamond drilling, conducted in 1966, 
of the Little Deer Pond copper deposit near 
Whalesback indicates that copper mineralization 
extends for a considerably greater strike length 
westwards than was originally supposed. The 
exploration drive from the 800 foot level of the 
Whalesback mine reached the eastern end of the 
zone and underground drilling was underway by 
the year’s end. A substantial programme of drilling 
to be carried out in 1967, largely from under- 
ground, will explore the deposit in depth and in 
greater detail. During the year, Little Deer 
Corporation Limited was formed as a wholly- 
owned subsidiary of Brinex and part of the 
Whalesback mining lease was subleased to that 


company. 


Active exploratory work was continued in the 


Halls Bay area generally, where there are a number 


of copper and other base metal prospects to drill. 
Among them, exploration on Pilley’s Island 
commenced during the past summer. The property 
comprises a 20 square mile concession area 
acquired by Brinex in 1965 and three fee simple 
mining grants optioned in 1966 on an area of 
some 1,700 acres over the site of an old pyrite 
copper mine which produced at the beginning of 
the century. The first few exploratory drill holes 
completed by the end of the year to check previous 
drilling all intersected sulphide mineralization, 
some of ore grade, and the rate of drilling will be 


stepped up in 1967. 


In Labrador, two new important programmes 
under Joint Ventures were commenced, one with 
Cominco Ltd., and the other with a consortium of 
West German companies headed by Metallgesell- 
schaft A. G. The former covers part of Brinex’s 
mineral concessions in the Makkovik area on the 
Labrador coast where the principal object of 
search is for molybdenite (molybdenum sulphide). 
During the first season’s operation, a new zone of 
molybdenite was discovered, an original molyb- 
denite prospect was extended by the discovery of 
a new deposit on strike and an interesting new 
uranium occurrence was found. It is too early to 
judge whether any of these may rank as potential 
ore deposits but they yielded initial encourage- 


ment to the new venture. 


The Joint Venture with the West German 
interests covers an area of 750 square miles 
including the Kitts uranium deposit discovered by 


Brinex in 1956. The intention is to undertake a 
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widespread programme of search for uranium 
deposits in this district with the objective of 
indicating sufficient ore reserves to support a 
mining development as and when markets for 
uranium warrant this step. The programme is 
being undertaken in anticipation of growing 


commercial demand for uranium. 


Financial Results 1966 


Brinex’s net profit for the year 1966 was $1.3 


million after writing off exploration expenditures, 
including $250,000 of previous years’ expendi- 
tures, of $611,000. Actual exploration expendi- 
tures in 1966 were $361,000 and partners in 
joint venture programmes expended a further 
$250,000. During the year the company’s bank 
loan was reduced from $2,359,000 to $550,000. 
It is anticipated that the balance of this loan will 


be repaid shortly. 


BOARD OF DIRECTORS AND OFFICERS 


Following the resignation of the Honourable 
Robert H. Winters upon his appointment as 
Federal Minister of Trade and Commerce, Mr. 
Henry Borden, C.M.G., Q.C., was appointed 
Chairman, President and Chief Executive Officer 
of the Company. Mr. Val Duncan, O.B.E., was 


appointed Chairman of the Executive Committee. 


Mr. Eric G. Lambert, C.A., joined the Com- 
pany during the year and was appointed Vice- 
President (Finance). Mr. C. T. Manning, B.C.L., 


Secretary, was appointed Vice-President (Legal). 


In Churchill Falls (Labrador) Corporation 
Limited, Mr. Henry Borden was appointed Chair- 


man and Chief Executive Officer and Mr. D. J. 
McParland, P. Eng., was appointed President. 
Later in the year, Mr. Borden resigned as Chief 
Executive Officer and Mr. D. J. McParland was 
appointed to this position. Messrs. Eric G. 
Lambert and C. T. Manning were appointed Vice- 
President (Finance) and Vice-President (Legal) 


respectively. 


On January 25th, 1967, effective March Ist, 
1967, Mr. Donald Gordon, C.M.G., LL.D., 
D.C.L., D.Sc.Com., was appointed President and 
Chief Executive Officer of the Company and 
Chairman of Churchill Falls (Labrador) Cor- 


poration Limited. 


CONSOLIDATED FINANCIAL RESULTS 


The revenue and operating costs shown in the 
Company’s consolidated statement of profit and 
loss reflect the first full year’s operation of the 
Whalesback mine. All exploration expenditures 


incurred during the year were charged to mining 
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revenue and a start was made to write-off accumu- 


lated exploration expenses in prior years. 


In Churchill Falls (Labrador) Corporation 
Limited, virtually all costs during the year were 


capitalized as project expenditures, and revenue 
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account was charged only with appropriate allo- 
cation of depreciation, amortization and other 
miscellaneous expenses, in accordance with a pro- 
cedure to be maintained throughout the Churchill 


Falls construction period. 


Certain changes made this year in the group- 
ing of assets in the Balance Sheet of the Com- 
pany result in variations from the presentation 
of the previous year’s accounts. Firstly, all ex- 
penditures relating to the Churchill Falls project 
are grouped under that heading and related 
expenditures previously shown under “Land, 
buildings and equipment”, “Expenditures on ex- 
ploration, surveys and studies” and “Leasehold 
improvements” have been transferred thereto. 


Secondly, exploration and preproduction expen- 


ditures are grouped under one heading, and 
finally certain expenditures previously included 
under “Expenditures on exploration, surveys and 
studies” have been more appropriately trans- 
ferred to “Expenditures on mineral, timber and 


water power rights and concessions”. 


The revised presentation is designed to enable 
shareholders to see more clearly the expenditures 
being incurred under these main classifications 
and, in particular, under the Churchill Falls 


project. 


After allocation of $67,460 for amounts 
attributable to the minority shareholders, the con- 
solidated net profit for the year was $1,570,991 
as compared with $740,199 in 1965. 


The directors particularly wish to thank the staff of the Company for their devoted service and 


achievement under the heavy work load of the past year. 


NW AondK2 


Vice-President and 
General Manager 


Montreal, March 3, 1967 
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BRITISH NEWFOUNDLAND CORPORATION LIMITED 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF EARNINGS 


Year ended December 31, 1966 


Sales of concentrates, revenue from management services, and rental of 


water power rights and facilities . 
Operating and administrative expenses (note 5) 
Depreciation and amortization (notes 5 & 6) 


Interest on bank loan . 


Operating profit 


Income from investments . 


Dividends from associate . 


Taxes on income (note 7) 


Earnings for the year . 


Amount attributable to the minority shareholders . 


Retained earnings (deficit) at beginning of year 


Retained earnings at end of year . 


The accompanying notes are an integral part of these financial statements. 


SND RETAINED EARNINGS 


1966 1965 

$6,196,876 $2,454,570 
2,528,914 1,586,700 
2,378,045 406,614 
80,763 48,062 
4,987,722 2,041,376 
1,209,154 413,194 
141,797 145,846 
287,500 225,000 
1,638,451 784,040 
a 3,947 
1,638,451 780,093 
67,460 39,894 

: 155700991 740,199 
265,475 (474,724) 
$1,836,466 $ 265,475 


1D 


BRITISH NEWFOUNDLAND 


AND SUBSIDIARY 


CONSOLIDATED BALANCE 


ASSETS 
1966 1965 
Current assets: 
Cash and short term investments . $ 2,689,353 epee ns 
Government of Canada bonds — at cost — 1,245,200 
Accounts receivable (including $173,394 due 
from an associate) . yas, 1,024,786 815,499 
Supplies and prepaid expenses 403,773 365,386 
Total current assets 4,117,912 4,811,250 
Special refundable tax . 113,340 a 
Investment in shares of an associate not consolidated — 
at cost (note 1) 2,500,000 2,500,000 
Land, buildings and equipment — 
at cost less accumulated depreciation (note 2) 3,434,027 3,556,947 
Churchill Falls power project — 
at cost less accumulated depreciation (note 2) 14,868,348 12 S7IA108 
Exploration and preproduction expenditures 
less amounts written off (note 2) . dL l.os) 7,095,704 
_ Expenditures on mineral, timber and water power rights and concessions. . 437,947 427,637 
Orgatization and ‘financing expenses =~) ey ene 1,001,551 1,001,551 


$33,591,010 | $32,568,197 


The accompanying notes are an integral part of these financial statements. 
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SORPORATION LIMITED 


COMPANIES 


HHEET DECEMBER 31, 1966 


LIABILITIES 
Current liabilities: £208 ie 
Accounts payable and accrued charges . $ 1,124,107 9S 7549775 
Taxes payable . 195,490 LOD 7, 
Total current liabilities 1,319,597 700,390) 
Bank loan (note 3) 550,000 2,359,000 
Minority shareholders’ interest in subsidiary . 5,240,499 4,613,919 
Shareholders’ equity: 
Share capital: 
Founders shares without nominal or par value — 
Authorized and issued 3,175,812 shares . Sip ly /odeten! WY Say fered bs 
Common shares without nominal or par value (note 4) — 
Authorized 16,824,188 shares 
Issued 8,784,041 shares 19,760,138 19,680,138 
Retained earnings, per statement attached . 1.836.466 265,475 
Capital surplus arising on consolidation 1,708,498 1,708,498 
APPROVED ON BEHALF OF THE BOARD: 
Arcee Le ; 
Director 
$33,591,010 $32,568,197 


Siti Rife Fo. en Director 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


December 31, 1966 


(1) A subsidiary of British Newfoundland Corporation Limited, Churchill Falls (Labrador) Corporation 
Limited, has voting control of an associate, Twin Falls Power Corporation Limited, but only one-third 
of its equity share capital. Consistent with the practice in prior years, the assets and liabilities of the 
associate have not been included in the consolidated financial statements and earnings have only been 
included to the extent of dividends of $287,500 received or receivable. Twin Falls Power Corporation 
Limited reported earnings for 1966 of $917,610 and retained earnings to December 31, 1966 of 
$556,623 of which Churchill Falls (Labrador) Corporation Limited’s shares are $305,870 and 
$185,541 respectively. 


(2) Depreciation 
and 
Cost Amortization Net 
Land, buildings and equipment. ... . $ 4,439,509 1,005,482 3,434,027 
Churchill Falls power project . . .. . 15,824,453 956,105 14,868,348 
Exploration and preproduction expenditures . Peps 1,203,286 7,117,885 


(3) British Newfoundland Exploration Limited, a subsidiary, has undertaken not to mortgage or otherwise 
alienate assets during the term of the bank loan. 


(4) During 1966, options on 25,000 common shares (including 18,500 to directors or officers) were granted 
exercisable until August 24, 1970 at $4 per share. Options on 20,000 of these shares were exercised 
during the year. At December 31, 1966 there remained 225,000 common shares reserved for the 
grant of options to officers and employees. 


(5) Churchill Falls (Labrador) Corporation Limited, a subsidiary, charged certain expenditures to the Churchill 
Falls power project whereas in the previous year similar items were treated as expenses. The company 
has, however, provided an additional amount of depreciation so that the change in accounting treatment 
has not caused any material change in earnings. 


(6) British Newfoundland Exploration Limited, a subsidiary, commenced the amortization of its exploration 
expenditures and an amount of $611,000 was written off during the year. 


(7) No provision for income taxes has been made in respect of the current year because of accumulated tax 
losses and a subsidiary’s new mine tax exemption which terminates on August 31, 1968. 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of British Newfoundland Corporation Limited and subsidiary companies 
as of December 31, 1966 and the consolidated statement of earnings and retained earnings for the year then ended and have 
obtained all the information and explanations we have required. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion, and according to the best of our information and the explanations given to us and as shown by the books 
of the companies, the accompanying consolidated balance sheet and consolidated statement of earnings and retained earnings 
are properly drawn up so as to exhibit a true and correct view of the state of the affairs of the companies at December 31, 
1966 and the results of their operations for the year then ended, in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year except for the changes referred to in note 5 to the consolidated 
financial statements, with which we concur. 


PEAT, MARWICK, MITCHELL & CO. 


Chartered Accountants 
Montreal, Que. 


February 15, 1967 
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GHRURCHILE PALLS (LABRADOR) CORPORATION LIMITED 


CHURCHILL FALLS POWER DEVELOPMENT 


& ee: CHURCHILL RIVER cascades off the 

Labrador plateau into the gorge below 
through a series of rapids, chutes, and the Falls 
proper. This descent creates a continuous drop 
in the river elevation over a distance of almost 
twenty miles. At the bottom of this stretch there is 
a point at which a difference in elevation of 1,060 
feet exists between the river and the plateau above 
it. This provides a natural site for a hydro-electric 
power development of great magnitude. 


A vast reservoir can be created on the Labrador 
plateau by impounding a number of large lakes 
which form part of the Upper Churchill River 
drainage system. The reservoir will cover an area 
of approximately 2,700 square miles (close to half 
the size of Lake Ontario), and provide approx- 
imately 1,200 billion cubic feet of live or usable 
water storage which will permit 9814 % effective 
regulation of the river flow. A controlled dis- 
charge at the power plant of 49,000 cubic feet 
of water per second will be possible. This is 
equivalent to about 88 times the total daily con- 
sumption of industrial and domestic water in 
Montreal. 


Because of the natural features of the terrain, 
earth dykes rather than a high dam will serve to 
impound the reservoir. The Churchill River will 
be diverted, some five miles upstream of the Falls, 
into a chain of lakes which is roughly parallel 
to the river but which is higher than the river 
along the edge of the plateau. This body of water, 
fed by the reservoir upstream, will form the power 
plant forebay from which water descends one 
thousand feet to the turbines through the intake 
structure and penstocks. 


The head and the flow of water available at the 
Falls will allow for continuous energy generation 


PRINTED IN CANADA 


in excess of four million kilowatts, and it is 
proposed to install a nominal 4% million kilowatts 
in ten generating units. Some consideration is 
being given to the advisability of additional gen- 
erating capacity for peaking purposes. Roughly 
34 billion kilowatt hours per annum can be 
produced at the Churchill Falls busbar. 


A general location plan and section view of the 
powerhouse installations follows. The locations of 
the main construction camp and of the permanent 
town site are also indicated on the plan. 


The dykes impounding the edges of the forebay 
can be seen on the plan. The intake structure, 
penstocks, powerhouse, surge chamber and the 
two tailrace discharge tunnels are shown from 
above. 


The powerhouse at Churchill Falls will be 
underground and the proposed arrangement can 
be seen in the section or side view. The ten pen- 
stocks, one for each turbine, will be inclined at 
55° to the horizontal. It is not practical to manifold 
the intake into one large penstock, and then split 
the flow to the turbines at the bottom, because of 
the head involved and also because of the high 
flow, which will be in the order of 5,000 cubic feet 
per second to each machine. Therefore. regulation 
of the penstock sections will take place at the top, 
with conventional type gates operating under 
low submergence. The tailraces from the ten 
machines will be manifolded in a surge chamber. 
Two tailrace tunnels each approximately 3,000 
Square feet in cross section and approximately 
one mile long, will discharge the water back into 
the gorge of the Churchill River, 


Since all the power installations are planned 
to be underground, rock excavation will play a 
major role in the planning and development of 
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the project. It will also be a major factor in the 
total cost. Overall it will be necessary to excavate 
underground about three million cubic yards of 
rock for the penstocks, the powerhouse, the surge 
chamber, and the tailraces. This is a mining 
undertaking comparable to operating a 3,000 ton 
per day mine for three years. 


The penstocks will be concrete-lined through- 
out their entire length, and the lower section will 
have, additionally, a steel liner above the bend 
and before the neck into the turbines. It is planned 
to concrete the inside of the powerhouse, but the 
surge chamber and the tailraces will be left as 
raw rock, with roof support where necessary. 


The powerhouse excavation as presently planned 
will be about 1,000 feet long and some 80 feet 
wide, and approximately 120 feet high. The surge 
chamber excavation is comparable in size, 
although somewhat shorter. It is anticipated that 
power will be conveyed from the generating units 
to the surface switchyard by means of isolated 
phase bus shafts. These will be ten vertical shafts 
each over 1,000 feet deep and approximately 10 
feet in diameter. 


One of the outstanding engineering features of 
the Churchill Falls project will be the turbines 
and generators, which are planned to be some 
two and a half times larger than any machines 
of this type which have been constructed to date. 
The turbines will be modified Francis runners, 
weighing approximately 120 tons, and developing 
a shaft horsepower of approximately 622,000 h.p. 
per unit. The generators will be rated at 474,000 
KVA. The rotor alone, in the generators, will 
weigh close to 800 tons, and will turn at 200 
R.P.M. on a 30 foot diameter. Including shaft 
and couplings, the rotating elements are estimated 
to weigh in excess of 1,000 tons. Considerable 
engineering and design work is already complete 
on the generating plant equipment, and model 
testing is in progress. 


These units reflect one of the most significant 
trends in hydro-electric power plant practice, 


namely, the ever increasing size and output of 
units. Intensive study has been given to the question 
of designing the largest units which could be 
manufactured without sacrificing reliability and 
without extrapolating technical data or manu- 
facturing techniques beyond established practice. 
The units proposed for Churchill Falls reflect a 
combination of the largest parameters presently 
existing, in one form or another, in similar equip- 
ment, all combined to their reasonable limits in 
one machine. 


Present schedules require approximately sixty 
months or five years to put the first units on power. 
The first units therefore could be in operation in 
the last quarter of 1971 and could be supplying 
commercial power in 1972. It is not physically 
possible to put all units on line at once, because 
of installation and handling limitations in an 
underground powerhouse. It would be physically 
possible to complete the entire plant in about two 
years after the first units are in; that is to say, ten 
units and all the associated storage and control 
structures, could be in operation during 1974 on 
an accelerated schedule. However, it is necessary 
to install the units in such a sequence as will 
reasonably match the build up of the load re- 
quirements of consumers. The agreement with 
Hydro-Quebec provides for flexibility in this 
regard. 


In 1967, work on site will be largely directed 
towards preparing accommodation for the con- 
struction force and installing communications, 
transportation and other service facilities. By the 
end of the year, underground excavation at the 
powerhouse site is scheduled to be underway, and 
will continue during the ensuing three years, 
together with dyke and other construction work 
in the reservoir area. Installation of permanent 
equipment and transmission line erection will 
follow in accordance with the power delivery 
schedule and will continue until the project is 


completed. 
March, 1967 
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